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1 . SUMMARY: BASED ON MEMORANDUM OF UNDERSTANDING BETWEEN 
CZECHOSLOVAK AIRLINES (CSA) AND PAN AMERICAN WORLD AIRWAYS, 
INC., SIGNED BY REPRESENTATIVES FROM THE TWO AIRLINES ON 
DECEMBER 8, 1976 IN LONDON, CZECHOSLOVAK AUTHORITIES 
BELIEVE THERE ONLY TWO OUTSTANDING POINTS IN AIR TRANSPORT 
AGREEMENT EXTENSION TO BE HAMMERED OUT BETWEEN THE USG 
AND GOC: (A) DURATION OF AGREEMENT EXTENSION AND (B) 
INCLUSION OF CHANGE WHICH WOULD ALLOW CSA TO ISSUE ITS 

OWN TRANSPORTATION DOCUMENTS IN U.S. DR. Z.F.MLA OF MFA 
LEGAL DEPARTMENT REQUESTS THAT USG AND GOC EXTEND AGREE- 
MENT INFORMALLY BY AN ORAL "GENTLEMEN'S AGREEMENT", 

UNTIL SUCH TIME FORMAL NOTES CAN BE EXCHANGED 
EXTENDING AND AMENDING AGREEMENT FOR PERIOD OF ONE OR 
TWO YEARS. END SUMMARY. 

2. EMBASSY DIPLOMATIC NOTE, BASED ON CONTENTS REF 
A. WAS DELIVERED TO FOREIGN MINISTRY ON DECEMBER 22. 

HOWEVER, DR. ZEMT.A OF LEGAL DEPARTMENT, AT BEGINNING 
OF MEETING WITH DCM ON DECEMBER 23, SAID HE NOT IN 
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RECEIPT OF NOTE. (SINCE DCM CALLED ZEMLA 
MORNING OF DECEMBER 22 AND TOLD HIM NOTE ON WAY, 

EMBASSY BELIEVES THIS ONE OF ZEMLA'S TACTICS WHICH 
HE HAD USED PREVIOUSLY DURING THE SCIENCE/CULTURAL 
EXCHANGES NEGOTIATIONS). WE HANDED OVER A COPY OF 
NOTE TO ZEMLA ON DECEMBER 23. 
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3. 7.F.MT.A REGISTERED " SURPRISE” AFTER READING NOTE 

AND SAID, THAT BASED ON MEMORANDUM OF UNDERSTANDING 
BETWEEN CSA AND PANAM SIGNED BY THE COMPANY REPS 
IN LONDON, THE GOC BELIEVED THE PROBLEM OF SALES 
QUOTA HAD BEEN SOLVED AND ONLY PROBLEMS REMAINING 
WERE DURATION OF AGREEMENT EXTENSION AND INCLUSION 
OF AMENDMENT RE ISSUANCE OF TRAVEL DOCUMENTS. SINCE 
EMBASSY HAD NEVER SEEN THE MEMORANDUM OF UNDERSTAND- 
ING BETWEEN PANAM AND CSA, ZEMLA PASSED DCM A COPY. 

(WE ASSUME THE DEPARTMENT IS WORKING FROM THE SAME 
MEMO. IN FUTURE WE WOULD APPRECIATE KNOWING OF 
THE EXISTENCE OF SUCH DOCUMENTS PRIOR TO OUR ONGOING 
DISCUSSIONS WITH MFA CONTACTS.) MEMO DOES INDEED 
INDICATE THAT THE QUOTA PROBLEM BETWEEN THE TWO 
CARRIERS APPEARS TO BE SOLVED. 

4. ZEMLA ASKED THE USG NOT TO UESIST ON EXTENDING 
THE AGREEMENT FOR A SHORT INTERIM PERIOD BY FORMAL 
DIPLOMATIC NOTE, AS GOC LAW WOULD REQUIRE HIM TO GET 
THE APPROVAL OF THE CZECHOSLOVAK PRIME MINISTER AND 
WOULD CAUSE MORE DELAYS AND PROBLEMS. RATHER, HE 
ASKED THE TWO GOVERNMENTS TO EXTEND THE AGREEMENT 
BY AN ORAL "GENTLEMEN'S AGREEMENT”, UNTIL SUCH TIME 
THE TWO GOVERNMENTS WOULD BE READY TO EXCHANGE NOTES 
EXTENDING THE AGREEMENT FOR EITHER ONE OR TWO YEARS. 

HE SAID THAT HE COULD GUARANTEE PANAM WOULD BE 
ALLOWED TO CONTINUE TO OPERATE AND ALL THINGS WOULD 
REMAIN THE SAME. HE SAID THAT, IF NECESSARY, HE 

COULD ISSUE A LETTER TO PANAM AND WOULD EXPECT THE 
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USG TO DO THE SAME TO CSA INDICATING CURRENT 
OPERATING DIRECTIVES WOULD REMAIN THE SAME FOR BOTH 
AIRLINES, UNTIL SUCH TIME THE AIR TRANSPORT AGREE- 
MENT WAS FORMALLY EXTENDED BY EXCHANGE OF NOTES. 

5. ZEMLA PASSED US A "NON-PAPER" AS AN EXAMPLE 
OF WHAT HE SAID THE CZECHOSLOVAK FINAL 

NOTE COULD CONTAIN. THE "NON-PAPER" CONTAINS TWO 
PERTINENT POINTS: (A) SECOND PARAGRAPH INDICATES 
GOC WOULD LIKE THE AGREEMENT EXTENDED THROUGH 
DECEMBER 31, 1978 AND (B) PARAGRAPH THREE READS 
"IN THE SAME TIME THE CZECHOSLOVAK SIDE, TAKING 
NOTE OF ARTICLE 5 OF THE MEMORANDUM OF UNDERSTANDING 
BETWEEN CZECHOSLOVAK AIRLINES (CSA) AND PAN AMERICAN 
WORLD AIRWAYS, INC., SIGNED AT LONDON, ON DECEMBER 
1976 (SIC), EXPECTS THAT THE CZECHOSLOVAK AIRLINES 
(CSA) WILL BE ABLE TO ISSUE ITS OWN TRANSPORTATION 
DOCUMENTS IN THE UNITED STATES OR, AT LEAST AGAINST 
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PRE-PAID TRAVEL AUTHORIZATIONS (PTA) ON A RECIPROCAL 
BASIS." 

6. WE TOLD ZEMLA THE U.S. POSITION REMAINED AS 
OUTLINED IN OUR DIPLOMATIC NOTE OF DECEMBER 22. 

BUT, BASED ON MEMO OF UNDERSTANDING AND OUR CON- 
VERSATION WITH ZEMLA, WE WOULD QUERY DEPT RE GOC 
REQUEST TO CONTINUE AGREEMENT BY ORAL OK OF BOTH 
GOVERNMENTS. 

7. ACTION REQUESTED: PLEASE ADVISE ASAP IF FORMAL 
EXTENSION BY ORAL "GENTLEMEN'S AGREEMENT" OF AIR 
TRANSPORT AGREEMENT ACCEPTABLE TO USG, UNTIL SUCH 
TIME THAT THE TWO GOVERNMENTS ARE READY TO EXTEND 
AGREEMENT FOR EITHER ONE OR TWO YEARS. IF SO. 

PLEASE ADVISE TEXT OF LETTER WE MIGHT ISSUE TO 

CSA FOR INTERIM PERIOD-WHICH ZEMLA BELIEVES WILL 
AMOUNT TO ONLY A MATTER OF SEVERAL DAYS. HE 
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EMPHASIZES THAT GOC BELIEVES THE BALL IS ENTIRELY 
IN THE U.S. COURT. 

BYRNE 


UNCLASSIFIED 


NNN 
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